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IRAN

I. General Situafion _
(a) Basic Forces. Traditionally, a tenuous condition of stability

hés been maintained in Iran by a balance of Russian and British power
thrbugh & spheres-of-influence regime.b Under this regime, which was
formalized by treaty from 1907 until 1921 and maintained in fact be-
tween 1941 and 1946, Russia enjoyed relative freedom of action in
northern Iran and Britain in southern Iran. The decline of British
imperial power east énd west of Iran might well encourage the Soviet
Union to teat British strength in southern Iran, with cbnsequent
adverse effects upon Iran's internal stability. Present soclal and
economlc conditions in Iran are such that only a very small percentage
‘ of the population has any decisive influence on the life of the
country. However, the seede‘of a labor movement and of social reform
have taken root. The present control of the country is concentrated
in the hands of the’éhﬁh (Commander-in-Chief of the Army), Ahmad
Qavam (Prime Minister), and the tribal leaders. They are united in
desiring internal securlity, freedom from forelign interference, and
the development of the country!s resources. They differ»greatly

over the means to be employed to gain'these ends.

(b) Soviet objectives. The Protocol of the Russian-Berman Non-

Aggression Pact of August 1939 states that Soviet territorial aspirations
extend southward in the direction of the Indian Ocean. There is no
indication that the Soviet objective of dominating Iran has been changed. -
It is to be expected that the Soviet Union will exert strenuous pressure
to assure the ratification of the Soviet-Iranian oil arrangement, con-
cluded in April 1946, when the Majlis convenes sbout mid-July, or,v
falling ratification, attempt to bring about the establishment of a
ffriendly" government in Iran. It has been increasingly clear that the

Russians, in seeking an o0ll concession in northern Iran, are motivated

more by
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" more by politiecal than by economic considerations and intend to use

any such concession as a means of penetration and eventual domination
of the entire country. The Soviet Union 1s laying the ground-work for
renewed pressure by maintaining a vigorous press and radio campalgn

1mpugnihg the motives of the US and attacking "reactionary" Iranians,

(¢) British Objectives. Iran is a vital source of petroleum to

Great Britailn, representing 40% of the total oll resources controlled

by Britain. Although Britain will doubtless defend the Anglo-Iranian

0il Company concession areA&n southwestern Iran, as vital to her
national interest, economic difficulties 1ln the United Kingdom are
expected to impalir the ability of Britain to influence markedly poli-
cles of the Iranian Government, leaving the Soviet Unlon more negr1,
free to exert pressure upon the Iranian Government. The British,
realizing thelr dependence on southern Iranian oill, might'possibly
agree to a Soviet-dominated northern Iran in exchange for a British-

dominated southern Iran.

II. Analysis of Assistance Already Received, Including Most
Recent Data Available. -

(a) Premiges on which Economic Aid Was Based. It appears that

a positive United States policy of support of the integrity of Iran
provides the best assurance that "appeasement® will not take placs.
Iran calls for limited preventive measures to assure that the Iranian
situatlon does not deteriorate to the point of requiring extensive
curative assistance. The longer Iran remains economically backward
and politically a vacuum‘area, the more llkely it is that the country
wlll move into the Soviet orbit of satellite states.

(b) Summary of Economic Aid @iven since VE Day.

(1) Lend Lease ald was extended to Iran on a cash reimburase-

able basis in the amount of approximately $11,200,000. On December

21, 1945, an arrangement was concluded whereby Iran undertook to

liquidate
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liquidate this obligation by a series of 1lnstallment payments to be
completed in 1948, All payments due under this agreement to date
have been made in the amount of approximately $5,200,000. There
remains outstanding an Iranian obligation of approximately $6,000,000.
(2) Persian Gulf Command property totalling approximately
$24, 100,000 has been sold in Iran to the Iranian Government, munici-
palities, and private interests. Of that amount, approximately
$21,500,000 hae been paid in dollars, local currencles, and properties
and other rights. There is outstanding an obligation of approximately
/ $2,600,000 covered by an FLC credit agreement with the Iranlan Govern-
men%providing for payment in three installments aye in 1948, 1950,
and 1962. |
(3) Funds appropriated by the United States Congress for
ald to forelign countries since mid-1945 have affected Iran only to the
extent of the general information and cultural program. $Since VE Day,
the United States has continued two small advisory military misslons
to Iran.

(c) Political and Economic Assistance Pending. Negotlatlions are
now in process with respect to the purchase of some $25,000,000 worth
of equipment and supplies for the Iranian securlty forces. Arrange-
ments are now being made under the provisions of the Fulbright Act, te
expend in Iran $200,000 per year, over a period of 10 years for edu-
cational exchange.

(a) Political and Economic Effects of the Aid. The extension

of Lend Lease aid to Iran helped to maintain the internal stability
esgential to the functioning of our aid to Russla program during the war.
The sale of surplus property has helped to provide imported materials
required for internsl economy, but unavailable during the war. The

two advisory military missions have established a ground-w8rk upon
which more efficlent security forces can be established. Thé

cultural and informati on program has increased and strengthened understanding

|
|
e in Iran |
AN
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in Iran of the United States and has developed a substantial group

of influential Iranians on whose sympea.thetic suppert'we can count, |

III. U.3. Objlectives in Iran. The Joint Chiefs of Staff consider

that as & source of supply (oil) Iran 1s an area of major strategic
interest fo the United States; fhat as a cushion Qf distance and
difficult terrain Iran offers opportunities for dereﬁeive and counter-
offensive purposes, v;s-a—vis the Soviet Union}'andithat Soviet
domination of Iran would have adverse effects upon the United States
strategic interests throughout the Near and Middle East. Its position

_on ‘the eastern flank provides social, political end psychological

contributions to the integrity of Turkey. Iran 15 both sensitive to

| and efféptivé‘in the transmission of political Aimpulses, elthef demo-~

| cratic or fotélitarian, throughout the adjacent afea and its politieal ‘

- stablility contributes to a condition of security throughout thelﬁear
and Middle East, _ ,

: In the4Deolar£tionbﬁegarding Iran of Deqembér 1943, the United

" States Gofernment was committed to<continué economic assiétance to
Iran and to respect the maintenance of iranian lndependehce, sover-
eignty, and territorial integrity. In December 1946, the United
States Government informed the Iranian atthorities that this Govern-
ment is prepared, so long as the Iranian Governmeht demonstrates
a willinénees to stand up for 1ts soveréign rights against external
pressure, to support the 1nde§endence of Iran not only. by words but
also by "appropriate acts®. The President has stated that®totali-
tarian reglmes imposed on a free people, by direct or indirect aggression,‘

undermine the foundations of international peace and hence the ‘ ‘
)

security of the United States. ® It 1s a proper obJective, therefore,

to deny the spread of Oommunism in Iran and, through Iran, 1nto

adjacent
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edjacent aress. It is felt that this objective can be achieved
‘ by oreventite action on.the part;of the United States. in euppljing
Iran the limited aseietanoe needed to assure its continued independence
. 2and friendly relations with the United Statee. It-ie_the policy of - g
this Government to alleviate economic dieoontent-in Iren by foétering
an expanding eoonomy, thereby strengthening the country 8 resistance
againet the development of a totalitarian economy sponsored by the
Soviet Union. .
| Iv. Alternative Means of Reaohi Objectives. ~Another test of
’Iranian ablility to maintain ite independence in the face of Soviet
pressure may be imminent. Soviet interference in Iranian affaire
has not ceased since the Security COuncil suspended coneideration or
the Irenian case early -in 1546, 1t hae merely been more restrained
with a view to its intensification at a proplitious moment.
It is coneidered that preeent Unlted States influence in Iran
is very eubetantial. In the final enalyeis,.it was United States
support of Iran before the Security Gounoilvduring the past year which '
/ was largely reeponeible for Iran‘s maintaining her eovereignty and.
integrity in the face of.30viet pressure.. It wae sl-so the advice and.
moral influence furnished by the United 8tates to the Central Govern-
- ment of Iran. which etrengthened -its wavering policy»into a firmn .
determination to take the stepe which led to re-establishment of
Central Government authority over the province or Azerbaijan.
~To attain the objcctives outlined above,” the United dtates
Government must not only oontinue to urge the” Government or Iran
to maintain and increase its confidenoe in the United- Statee and the
United Nationsg, but must protide-prectical and timely aesistence in
the development of an eipending'économy. It is euggeeted that any
United_States ald extended unilaterally to'iren, technical or other—
wisge, 'should be in line with effOrts the United States makes through

the United Natione to secure international agreementa on general

problems
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-probleme or economic development It 1s eesentlal that tha ﬁnitea
.'wStatea oounter the atrenuaus prOpaganda errorta of the Soviet Unian
. with an Lntensive 1nrormation program against a.background of taotual

";'reportlng ef'worla news not furnished by any oﬁher aource.; ?oreign

-l teehn1oa1.and advisory asaietanco 13 alao aasential tor the crficitnt .
‘operationn of Iran'e exluﬁing facilities and ror the’ implementation or 31
};th° 1ong—rangt development program as well aa ror the proper qperation :

| *-sor the Iranian aaourity rOrces respunaihle ror the maintenanae of law f'f
}and order vithin the eountry.: since Iran &oes not have and cannot }
"’pruauoe the equipment neosssary ror the maintenanee ot 1nternal '
‘v'seourity; this mnet be supplied from abroad It 1: 1mportant to

. the stabil&ty of’ the Near and Middle East that Iran be asaisted &n
" prevent1ng lnnernal dieturbannas which mighz 1nv1te roreign 1ntemu

' ffvent1on.'

In oonnidaring posaible use or the ranilitiea nf the Unitea Haﬁions
f'and ita speaialized agennien, aocount would have to be taken or tho racté

"5g that Iran is a Kember or the United Nationa, the International Labor

“-f'Organization. International clvia Awiation Drganization, International ‘
?;Bank ror Reeonstruotion and Developmant International nonetary Funﬁ - ;5

‘ and World Health Organization, but 48 not a member or two apeoializod

Agenciea ~ United. Nations Economic and Soolal Gounol and Food and

. Agriculturt Organization.3 International Oivil &viatibn (Z‘rgax’t.'l.mt;fi.tm -j

1'(Av1atian), Fbod ‘and Agrlculture Organization (modernlzation of
'agriculturl), and United Nations Economic and sOgial Gonnoil (mass

education), would appear to have servicea or particular usefulness

%o Iran.

| (a) ‘Eggngm;g On the basis of present 1nrerMation 1t is bclieved
‘jthat Iran does not require rinanoial assistance to maintain and re- ‘
'Vhabilitaxe its present economy.‘ This involves small-scale prujeats,‘_if

":.‘the ooata of wh&oh are well within Iran'a preeent rareign exnhangc o

CO}\ IFIDES \ﬁ'ﬂ
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' :".resouroen ax:d aarnings. although some MSB in the. presen‘ﬁ 100 percent K

ourrency reserve ﬁyatem and sma ourtaument of nonesnent:ial ianpoz-tn

L will be requit-ed to make ‘these reeouroes runy avauable.» The mple-

mentation or the longer-ranga 1arge-saale eoonoms.o developmem program
wnl probabiy raqus.re foreign finaneial aasiatanoe. . ’rhe Iranhn ‘,
“"Government haa announced m general terms the na‘cuz-e or ita progru

and hag nanmoned 11:3 intent:.on Of requeaﬁing a loan ‘ot 6259,000,000
_',»mm the Intemational Bank for Reoonstmction aml Development. R 1

- the ahaenao at any detauea. eaw.matee of c(:ats, 1(: s.s 1mposnib1§ a&

| the preww tiuo te detemino what pa.rt or the expenae would mqnim
‘--f'-outsme c&pital. o e ‘ R A

E ) mug__g; conatans; ettort nmst e made m-ough aiplomam |
- ehannels to naim:ain an a&equate 1nteraat or the Governmem' or Iran in
o the errwﬂ% axecution or its 1ong~range develo::ment program and’ te
, | eauoate and sumulato tha people or Iran 1;6 suppaz-t the Govemnent 1n o
"xhs.s obzaumﬁ. S o S

‘I‘he maintcnance or the s.ndependance or Iran m the next rw years

R will be greatly tacilitated 11‘ the Una.tea. Nations can fooue worl&

'at‘cention upén any poaai‘o}.e aota or Soviet aggression tawar&: Iraﬁ a8
h well asg’ upon the backward aspeote ot the social pentical ana cc@nomﬁ ; _
- ‘nre or ira.n. Both the Govermnant ancl the people of Iran m very i
; gensitivo to roreign opmion whioh ma.y well turn ou‘t: to ’oe the most

ERSS errectiw atimums in the exem:non or tha Government' 8 progvan. -

, s:.nae the Beeurity Gounc.u remams selzed ct the questibn or Savietz
S mnerrerancn in Iran's 1nterna1 affait'a, 1 1s likely that the. Unnea |
. ‘States or some other nember or the Bnited Nations vould f.ilé a zmr
E complamt m t‘he Security ﬁounem in the event ot turther Boviei

- '-1nterrez~enm. While there are other means by thmh United a‘ha‘hu |

,action undw the Oharter ot the United Nations might prevent cx* atop

T suoh mterremnoe, th.ts oomplaint might be based specirmally ‘upon
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) interrerenoe in Iran m' upon a hroader oasa invoivs.ng the ovem-aii

pattem or Boviet :!.nterrerenoe 4n Eaetern Europe and the madle
. East, ' '

- The E‘oénomia ‘and. son1a1 Oounci.l or the Unitea, Kations aml 8
Trxmn‘r:er of. its aommias:.ons and eommittaes have undar diacuuaion aevm!.:

" types of: pmpcsala ror ooeperati.on in the eoonom:l.o ra.eld whiah may bb

- of spacm uemem to Imn. Iy 18 mggested that, in initiating an:r
pmgram ef wanomiu ald to Iran whie;h may 1nvolve developmenﬁ of a-n?
. importent mtom‘oes or the eountry durlng the next three %o tive zraeara,

o “tha Uni.teﬂ States ahould attempt Yo aee that the terms of such aid a.re -

conaiaten‘k with the principlea of mternaﬁional economa.o coOperath '

o v'vwhioh the Uns.tea States may be mdvoca‘hing and attempting to estamuh

) through var!.eus Organs of ‘the United : Nauons. o .
- Ir United states aid o Iran is eonsmerod at the aama tlme u _
the ovarall Enrupean az.d program, the relation of. the United Natﬁ.ons o
to. the Iran.tan program should be nonsmered an the :l.ight ot tht '
relationahip at the United Hations to tne :Largez- progmm. ' _
{c? _@w Like most undéraeveloped countries, Iran’ =
‘has a aca.rcity of ‘brained and oxperienoed teahnicians and admin&.strn—
‘tors, If Iran is to meet her economic problems, ‘the U s should
| 'make every effort to aanw Iran 1n obtaining the sez‘vlcea of a .. .
aubstantial number or techn&aal exper-ta and advieors and 150 m. ‘, o
' Amerlcan aa.ncatzon available to more Iranian studants.: Means showld
be soughv to rémove the 1cga1 a.nd praotioal obataeles ‘which stsma m |
N the way of mawing Iran‘a reasonable raquesta for aaaistance. Thn -
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'Unitedjﬁtates‘milita?y_missions'to the Ifaniah @fmy and}Gendarmério'.

ﬁave made very considerable 1mpfovomont of the seourity;forces.of
'Iran;,jlf-ﬁhe'bénefits of their yoa?s of conatructive qffoft‘ére hot

to be lost to the .United States at this crucial time, the missions

must be contlnued. | . '_- | .

The Iranian Army is a force of- approximately 85,000 men, the

}Gendarmo;ie of approximately 23,000. ;The»equipmont and training'are
" Anferior in tgfms or modérn yiliﬁ;ry standards. Obviously‘this force
could provide no defense against direct 1nvasion~byla major military
-’powér,'éyg; the Soviet Unioﬁ; -Oﬁ the.other hand 1t is considered of
- adequate. size to maintein internal order in the country and cope witﬁ
' qnt1¥Government aotivitfes;‘ This Goveroment has already authorized
the provision on credit'of combat ooﬁérial up to an amount of
v$10 000,000 and of non-combat material in reasonable quantities. The
: bulk of the proposed purchase consists of medical supplies, engineer
and communication equipment and clothing ‘and shoes. It is estimated
that the total cost will be qpproximately $20, 000, OOO reimbursable
from 1950 to 1961.

vI. Probable Avallability of Economic Ald from insting 5ources

Under Present Policies. It seems probsble that Iran can provide

from its own regources a aubsfantial part of the financisl requirements
for its seven-year pro?ram of -econenic and soclal develooment It is
believed that the Soviet pnion is prepgred to supply equipment required
for the security fofcea (orobébly at.for less cost4thqn United States
equipment), to supply oersonnel_and finahcidi aid, sho&ld Iranian
Alrvays (an internal servicé with 10 percentvng'partlcipaxion) face.
bénkrhptcy, and to supply personhei and'opergtlng funds, should the
u_proposed agreement for a Joint Sovlet-Iranian oll company be spproved
by the Iréh;an‘Parliamént. It 1s believed @haé-the award to British

companies of contracts for certain irrigation and telephone projects

will be contingent
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will-eé‘cbntihgenf upon ‘the.granting of Brifish loans. 'Ir‘the agree-
'menﬁ fp purchasge military eQuibment:la signed, the Unite@-ﬂtaﬁes will
_become Iran's creditor in the amount of & proximately $25,000, 000.
- Iran may p0ﬂe¢bly alqo purchase civilian 1tema thﬂough War Aseets
Aaministrafion and may conceivably benefit rrom c"edits obtained by
American companies from the Exnort—Import Bank, ‘‘The- only remaining
'qource from which Iran could nrobably dbtaln a loan is the. Inter—
national Bank for Reconatructlon and Development As'a etep towards
‘the achievement of. the objectivee outlined, 1t 1is clear that the United
%tates ehould aupport a reasonable qpplication by Iran- to the Inter~
: national Bank. '

VIiI. -Additional ﬁeasares Regni}ed from -the. United States."lf the

United States is to make every effort to make avallable to Iben‘tha.
services of American economic adminiatrative and military experts
and advinors, the passsge of the Mundt Bill (to permit the assignment

of United States Government civilian personnel to countries outelde

- the Western Hamisphere anl to provide for 1nPormation ‘and educational

exchange) .and 'of the Military Hissions Bill (permlfting ‘the detail of
.United Statea peraonnel to countriee outside. the WGstern Hemisphere
bbeyond the- period or the existing emergency) ia essentlal Funds for
an educational roundation vould also be made available under the Fulbrlght
Act frem the local currency proceeds of surplus property sales. A
VIII. Nature of Arraﬁgements with the Government of Iran fo'Assure
Acoomg ishment of our QObjecti Lves in Taking such Measures.

United Stztes 1nfluenue in Iran is nou unusual;y atrong in spite of

the deuermlned efforts ‘of the Soviet Union to discredit our 1nterest.
1t is unlikaly that the Government or the people’ of Iran would acecept .
rﬁaug significant foreign direction in the execution of 1ts program.'

Cur main means of assuring the acpievement of our objectieea‘would be

pressure
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A pressure exertad through diplomatic channels and through an information

and educational orogram. Another means 1s the exe rtion of fhe prnssure

of werld opinion through the United Nations. while some measure of
?fec0nomic interferenee would. probably be adcentab e to the Government

of Iran, politiecal 1nterference would be vigorourly opposed

IX. Effects upon Irsn and upon United 3tates Forel £n Folicy in the United
States of Refusal to Grant Ald or of Fallure of Program Undertaken.

Failure to ald the Government.of_Irah'in'its attempts to decrease dig-
content and incresse atability will probably lead;tp the fall of thé
Governhent, intarhél strifé and chaos, the rapid'épread of Soviet
dominatioh,‘ahd the'appearaﬁce df a serious thréat to the oll resources
of Iran and the Persian Gulf area. The'absorptién of Iran into the |
Soviet orbit woﬁld have repércuseions in Turkey, Iraq, Afgﬁ&nistén,

and india, of viﬁal importance to the sechrity of the Unlted States.
The same results would follow 1f ‘the failure of the United States

..

- %o givc &id 1ed to 1ts acceptance by Iran from the Soviet Union.

The failgre cf the program would:be equally disastrous. While theré
18 no guarantee that the-progfam will succeed, the least that can be
anticipatéd with assurance is that 1t will delay Soviet &omiﬁatien,

withva-reéscnable péssibility that the delay will suffice,to prevent

such dominaticn.

X Poqeible Emerge cy. Situstions Which Should Be Antﬁcigated ané .

- Recommended Course of Action bf.the United States. At the present

tine uzere is a precsrious bslance in Ifan be tween the whah (oackea by
the Army) Athe Government (headed Qy rrime ninister Qavam), an& the
leaders of oev~P31 strcng trlbes whose interests hold fhem together.
If the Government can solwevﬁhevproblems cf unemployment and the high
cost of living and cen zﬁcce ssfully start its progrem fo" social

and economle reform, this balsnce is Jimels to continue with & gredual

leasenlng of tension. Such a‘develcpment would also mske it easler for

the Governmsnt
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'f-bhe Government to resist chiet pressure, though the resistance must be o

’1constant and vigilent. Should the Government fail there 18 a possi~.~ @7~

'-blliuy of the emergance of military rule under the Shah with a period
'vo? &t least temperqry dlsturbances with the tribes and prooabiy among
> :forganized ldber.‘ Such a development w:uld be accompanied by an jnerease-_j
b7of 50viet’1nflnen e and the aturaction of some. of fhe liberal ‘elements
_ iin ‘the countr,y tr:; th‘, SQVint cause. Ac ual chie‘s armed intervgntian

. ', ne. unliaely 1n the forseeabla future.; If it occurred the onlg
: rncourse WOuld be to the United Nstions.; The oﬂly action the Unitea
utm'pa cou"d talie upon the eme"gence of milit;ery dictatorqhip wou.t.d. be
to une all itS influenoe to preVent axcecses and to brlng about 8. “

: return t‘.c: constltutional government e.t the eaz‘liest posqible momen‘b.-
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